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APPENDIX
DEVELCPMENT OF THE WORLD ECONOMIC SITUATION
DURING THE FIRST QUARTER OF 1948
GENERAL
| In inost of the world econemic conditions showed
moderate img&ovement during the {irst quarter of 1948. Furiher
gains are probable, but will come only slowly in view of actual
civil dﬁscrder in some areas and the rrevailing apprehension of
war in others. In the ogpregete, however, when viewed over a
period of several menthe, improvement in the economic situation
is clearly evident. |
o Weather conditions 'contim.\ae to be fa.voiable for good
yields of agricultural crops in all areas. The 'nioderately upward
trend in mining and manufacturing and in domestic trade has cozi-
tinued in recent months particularly in Western Europe. The |
assurance of early United States economic assistance has already
given 'couzta_ge to friendly peoples. It will also probably release
productive forces and some hoarded commodiﬁes and should
further stimulate internal and foreign trade. It will prcbably per-
mit France, the United Kingdom, and other industrial countries to
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‘overcome without sericus interruption the effects of the shortages
of raw materials which until recently threataned industrial Operations
in these countries. /
The rapid price increases which were widespread in 1947
_ appear to have been arrested in recent months: in Iialy in October;
in the United States in February; 2nd in France in March. The’
deolin_es in France appeared first in food | prices; more' recently \
~* the Government has reported an agreement with manufacturers ,_
| for reductions 'up to 10 percent forrimportant manufactﬁed products
such as shoes, woolen fabrics, and ag:rioultural equipment. Reconf
fiscal policies of the French Government, reflected in a reduction
in the volume of money in circulation, is an important influence in
| rthe_ decline in prices. Temporary stability rather than marked
increases or marked declines appear to characterize world prices (
at the present time. |
The concluéion\of an agreement to set op a customs unicn
between France and Italy, although limited in its probable practical
~results, is symbolic of the mcreasmg appreciation that economic
: cooperation is essonﬁal to survival in Western Europe. The

. oelerity with which the countries of Western Eux?ope appear to be
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" reaching agreement upon trade, financial clearing, and other
matters of a common economic mtersst is further evidence of
the appreciation of the necessity of active cooperation on eco-
nomic matters.

Civil disorder which exists throughout nearly all of

.' the Asiatic countries has in some cases interrupted production
and export of commédiﬁeé and essential raw materials in which
the United States and Western Europs are interested. This is
particularly true in China where low production of tungsten,
antimony, and tin have greatly restricted the export of such
commodiﬁes. Exports of manganese, jute and mica, at present

~ irregular and in reduced volume from India, appear somewhat
uncertain for the future. The production and export of tin and
rubber from Malaya and the Netherlands East Indies has in- |
creased and is much more promising than exports of essential
materials fi-om other parts of Asia.

The policies which appear to be developing in Czecho-
slovakia and other Sateliit\e countries indicate a possible reduc-
tion in east-west European trade. For the time being, however,
exports of coal, some cerezl grains, and lumber from the Soviet
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Union, Poland and other Satellite comntries to Western Furope
appear to be contimiing.
- Somewhat greater improvement in ecocnomic condmons

appears io have taken plaee in Western European than in East-
ern European countries. In Western Europe (excluding Bizonia)
only Ifal'y has failed to surpass prewar production. Conversely,
" in Eastern Europe, Poland has experienced substantial incﬁeases
| .‘over prewar product'idn. The downward trend of production in
| Italy, begun in September 1947, appears to have been arrested
in February at about 60 percent of the 1938 level. A considerable
portion of Satemte production has been syphoned off to the USSR.
: A further spread between the px-oduction levels of the two areas
- o ’may be expected asa result of Western “cooperation and United
 States aid and lack of Soviet capability to provide the necessary
and agreed assistance in raw materials and capital facilities to
the Satellite countries. |
* Foop |
| it now seems probable that reduction of the bread ration
in iVesbern Europe during the next few months will not be necessary. |
. Some general improvement in rations may, ’indeed, be expected to
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’ result irom greater availabﬂities of other fooda especiauy
vegatablesg The wtlook for cereal grain production in Westsrn
Europe (21 percent shove the 1947 harvest) given in CIA 5
(112. February 1948) continues piobable as a result of continued

* good weather,

' COAL .
Tt not unduly prolonged, the United States embargo of

coal shipments occasioned by the present strike is not likely

to aﬂect Weatern Furope seriously United States deltveries

. overseas are ahead c! scbedule, and the inventory positim in

nearly all countries ia better than it was a year ago, Coal
production in the United Kingdom, the Ruhr, Poland and Prance
also continues ahead of the rates necessary for the achievement
of annoal {argets, |
STEEL AND NONFERROUS METAI.S

Swel producﬁm outside the United States continues to
increase although hampered by scrap shortages, World pro-

| ducﬁcm, however is far short of re(miremenm In Burope

'eollection of scrap from war—devasiated countries has fallen

~ short of expectations
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Nonferrous metals have been in short world supply and )
there appears to be no prospect of alleviation of this shortage |
in the near future, During the first quarter of 1948 metal and

other raw material stocks in some of the ERP countries declined

to dangerously low levels, Prospect of a possible serious develop-
, ment however is reduced by the timely passage of the forelgn aid

legislation.

CHEMICALS |

Increasing coal and steel output in Europe givés promise

of increascs in production of much needed nitrogen fertilizer and
E " méustria.l compmmds and anmlies‘ as well as coal-tar crudes
and industries dependent on them,
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The slow, but deiinita, improvement in economic conditions
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in the Western European countries during the past two years and
the prospects for further advances are among the strong stabiliz-
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- _ . ing influences in that part of the world, Economic recovery cannot
sﬁnd aloixe without reasonable military secuﬁty and civic order;
but in the West it continues to be an element of strength in the total

picture, | : )
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